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SUBJECT: Partnerships and Limted Liability Conpanies Return Due Date

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL AS INTRODUCED January 26, 1998, STILL APPLIES.
X OTHER - See comments bel ow.

SUWARY OF BILL

This bill would anend the Revenue and Taxation Code (R&TC) to establish the due
date of the returns for partnerships and limted liability conpanies (LLCs) as on
or before the 15" day of the fourth nonth follow ng the close of their taxable or
i ncome year.

This bill also nmakes technical changes to clarify that the departnment nay suspend
the powers of certain LLCs which fail to pay tax and to reflect the correct cite
for the tax and fees on LLCs classified as partnerships by the Personal I|ncone
Tax Law (PITL).

SUWARY OF AMENDMENT

The March 19, 1998, anendnent adds the technical changes discussed in this
anal ysi s.

The department’s analysis of the bill as introduced January 26, 1998, still
applies to the provision on due dates.
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EFFECTI VE DATE

This provision would apply to taxable or incone years beginning on or after
January 1, 1999.

SPECI FI C FI NDI NGS

Prior to 1996, the taxes and fees on LLCs and other entities classified as
partnershi ps were assessed under the Bank and Corporation Tax Law (B&CTL).

However, SB 715 (Ch. 952, Stats. 1996) noved the | anguage inposing taxes and fees
on partnerships and LLCs not classified as corporations to the PITL. The B&CTL

| anguage remains in the statutes for reference purpose, but was rendered

i noperative for taxable years beginning on or after January 1, 1997.

LLCs classified as corporations are subject to the applicable corporate franchise
and incone taxes, including the corporate requirenent to prepay the m ni numtax
to the Secretary of State. LLCs not classified as corporations are subject to
the PITL annual LLC tax of $800 an to an annual fee based on total incone
reportable to California.

Under current B&CTL, the Franchi se Tax Board may suspend the powers of any
corporation that files a return, but fails to pay its tax; or that receives a
noti ce and demand fromthe FTB for tax, penalty, or interest due, and fails to
pay the required amounts. |f suspended, the corporation is not entitled to
retain its own nane, does not have the right to defend itself in court, and does
not have the right to file a protest or appeal with the FTB or BOE with respect
to matters causing the suspension.

State law as enacted in SB 469 (Stats. 1994, Ch. 1200), provided that LLCs not
classified as a corporation for California tax purposes also are subject to
suspension of their powers if they fail to pay tax, penalties or interest due.

This bill would correct a technical oversight in SB 715 (Stats. 1996, Ch. 952)
and ensure that the departnent continues to have the ability to suspend the
powers of an LLC not classified as a corporation for California tax purposes that
fails to pay its tax.

This bill would add to the law regarding filing requirenents of LLCs classified
as partnerships a reference tothe chapter of the PITL that governs the tax and
fees on LLCs classified as partnerships pursuant to SB 715 (Stats. 1996, Ch.
952).

| npl enment ati on Consi derati ons

I npl ementation of this bill would not significantly inpact the departnent.

FI SCAL | MAPCT

Departnmental Costs

This bill would not significantly inpact the departnment’s costs.
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BOARD POSI TI ON

Support.

The Franchi se Tax Board voted to sponsor this language in its nmeeting on
Novenber 17, 1997.



